
The Economy in 1969 

E: EXPANSION of the Nation's econ
omy, virtually uniaterrupted for close 
to a decade, continued in 1969. Real 
growth last year was modest, however, 
and the expansion slowed as the year 
progressed. Labor productivity declined, 
profits were squeezed, and costs and 
prices continued to climb despite an 
intense effort to stem ioflation. The 
year was one of stress and uncertainty, 
as the pressures of anti-inflationary 
policy grew stronger even as the prob
lems and distortions of inflation itself 
were undiminished. One measure of the 
Nation's international position—the 
liquidity balance—deteriorated sharply; 
but the balance on the oflB.cial settle
ments basis showed a large surplus, a 
development attributable to financial 
flows associated with restrictive mone
tary policy in this country. 

The pressures generated by very sub
stantial fiscal and monetary restraint 
were a dominant feature of 1969. The 
interval since the latter part of 1968 
has marked the first sustained period in 
recent years during which fiscal and 
monetary poHcies were imambiguously 
operating in the same direction, and a 
clear deceleration of the economy's 
growth was in fact achieved. Yet 1969 
saw the upward march of prices not 
only continue across a broad front but 
actually accelerate. This ran counter to 
the%videly held expectation that at least 
some improvement in price and cost 
behavior—certainly not a deterioration 
—^would accompany a slowdown in real 
growth as pronounced as that experi
enced over the past 18 months. A 
further paradox is presented by the 
virtual stabiUty of the unemployment 

rate, which at yearend still hovered 
around Z}i percent. 

Developments in 1969 made abun
dantly clear how difficult it is to stem 
an inflationary tide as strong as that of 
recent years. To a considerable extent, 
the year's coiu:se of events was affected 
by attitudes and expectations shaped 
by 4 years of inflation and nearly a 
decade of virtually iminterrupted 
growth. When businessmen and con-
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sumers feel, as many apparently have, 
that inflation is inexorable and a signifi
cant interruption in growth unlikely, 
their attitudes can easily contribute to 
sustaining inflation. Such attitudes can 
intensify the pressure for price and 
wage increases and dampen resistance 
to increases; they seem to have stimu
lated capital investment in 1969 and 
may well have affected inventory 
policies; and they can encoiu"age labor 
hoarding in the face of slower growth, 
a phenomenon which likely contributed 
both to the stability of the unemploy
ment rate last year and to the decline 
in labor productivity. 

Despite the persistent rise of prices 
and costs, it was apparent by yearend 
that the impact of restraint was being 
felt in growing measure. Stripped of the 
effects of inflation, the Nation's aggre
gate output was at a virtual standstill; 
factory production was falling and 
severely tight credit conditions had 
pushed homebuilding into a steep 
decline. Incomes were growing barely 
fast enough to offset rising prices and 
consumer demand was sluggish. Profits 
were caught in a tightening squeeze 
between rising costs and slackening 
demand. 

Production in 1969 
The Nation's output of goods and 

services last year had a value of $932K 
billion at market prices, up $66}^ billion 
or 7% percent from 1968. Physical 
volume grew less than 3 percent, 
however, and thus a very large share of 
the advance in GNP resulted from the 
rise in prices. Averaged for the year as 
a whole, prices of the goods and services 
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comprising GNP rose 4=% percent, 
the sharpest increase since 1951. The 
rise of prices thus continued to accel
erate; it was 4 percent in 1968 and 
3K percent in 1967, and only 1^ to 1% 
percent in the early years of the decade. 

Last year's $66K bLUion increase in 
current dollar GNP was about $5% 
billion smaller than the increase in 
1968. One factor contributing to this 
difference was the sharp cut in the 
growth of Federal Government pur
chases, particularly for national defense. 
Consumer buying and residential con
struction also contributed much less to 
overall GNP growth in 1969 than in 
1968. Spending for nonresidential fixed 
investment, on the other hand, was up 
$10K billion in 1969, compared with 
$5 billion in 1968 and only $2 billion 
in 1967. Capital spending was thus once 
again providing a strong expansionary 
thrust as it had earlier in the sixties. 

Capital spending loomed even larger 
in real terms. In constant dollars, it 
accounted for about one-fourth of the 
year's overall growth in output. Con
stant dollar GNP grew $20 billion from 
1968 to 1969, a gain far smaller than 
the $33 billion in 1968. Save for the 
rise of $16K bilUon in 1967, the year 
of the so-called mini-recession, last 
year's gain in constant dollar GNP 
was the smallest since 1961. 

The remarkable feature of 1969 was 
the progressive slowing during the 
year in the growth of output—^measured 
either in current prices or in real 
terms—and the accumulating evidence 
of weaker conditions in the second 
half. The rise in real output between 
1968 and 1969 was less than 3 percent, 
but the rise within the year was even 
more modest. The growth of constant 
doUar GNP had already dropped during 
the second half of 1968 from the very-
high annual rate of more than 7 
percent registered in that year's second 
quarter. A further deceleration in 
1969 culminated with no change in the 
fourth quarter, and real output in that 
period was little more than IK percent 
larger than it had been in the fourth 
quarter of 1968. 

Most major demand sectors showed 
less strength in the second half of the 
year than in the first. This was true not 
only of consumption and residential 

construction, but even of captial spend
ing—though survey evidence points to 
substantial further growth in that 
sector this year. The growth of State 
and local goverrunent spending also 
moderated after midyear, a develop

ment due in some measure to depressed 
conditions in the markets for those 
governments' securities and to the 
severe problems that statutory interest 
rate ceilings posed for many govern
ments in marketing their debt. 

Income and Consumption 

THE growth of consmnption spending 
in 1969 was more modest than the very 
large increase posted in the preceding 
year. For the year as a whole, spending 
was up $39K bilhon, just about equal 
to the increase in disposable income. 
With none of the addition to income 
being saved, the average ratio of 
saving to income dropped from 6.5 
percent in 1968 to 6.0 percent last year. 
A more significant development, how
ever, was the upturn of the saving ratio 
during the course of 1969, reversing an 
18-month downtrend. From a relatively 
low 5.3 percent in the first half of the 
year, the ratio jumped to an average 
6.6 percent in the second half. 

When the income tax surcharge was 
imposed at mid-1968, the saving ratio 
Avas already moving down from the 
quite high level maintained in 1967. 
The initial response to the jump in 
taxes was a steep further decline in the 
ratio, as consumption continued to 
show substantial gains. The growth of 
consumption spending between mid-
1968 and mid-1969 was well in excess of 
the growth of disposable income, and 
the saving ratio in that period averaged 
only 5.6 percent. This was a relatively 
low figure by past standards and far 
below the 7.4 percent of 1967. Associ
ated with the drop in the saving ratio was 
a sustained very strong expansion in the 
volume of consvuner credit outstanding. 

In the wake of these developments, 
an upward shift in the saving ratio was 
not surprising. Moreover, the evidence 
of attitude smrveys during the year 

suggested that consumers grew in
creasingly concerned over the economy, 
the outlook, and the general state of 
the Avorld. I t is not uncommon for a 
sense of unease to be reflected in a 
dampening of the desire to spend. 

Income growth slows 

Personal income was $59 bilUon larger 
last year than in 1968, an increase 
sUghtly bigger than the preceding year's 
in dollar terms but smaller in terms of 
percentage growth. The bite taken by 
taxes was much larger last year because 
the siu-charge was in effect for the full 
year. Higher prices absorbed a very 
substantial share of the gain in after
tax income, and after allowance for 
population growth the real value of per 
capita disposable income was only very 
modestly larger in 1969 than in 1968. 

The heavy impact of taxes was in the 
first half, when incomes were hit by 
large final payments of 1968 liabilities. 
(Final payments were large because 
added withholding for the surcharge did 
not fully cover the added tax liability.) 
Disposable income rose strongly in the 
third quarter, when the tax take 
dropped from the inflated level, but 
further expansion of disposable income 
Avas moderated by a slowdown in the 
growth rate of pretax income. In terms 
of real value per capita, disposable in
come rose noticeably only in the third 
quarter. 
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Consumer spending 
Price increases accounted for a large 

part of the observed growth in consiuner 
spending last year. Had it not been for 
price changes, piu:chases of nondurable 
goods would have been scarcely more 
than 1 percent larger in 1969 than in 
1968; as it was, spending on non-
durables was up more than 5% percent. 
In the case of dm-able goods and 
services, the real volume of purchases 
showed larger gains between the 2 
years but price increases, especially for 
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services, also contributed substantially 
to the observed rise in market demand. 

The growth of consumption spending 
dm-ing the course of 1969 was quite 
modest, especially after the saving rate 
turned higher at midyear. The average 
quarterly increase was less than $10 
billion, compared with a $12 bilhon 
average in 1968. Spending for services 
grew about $5 biUion per quarter 
throughout the year, reflecting a fairly 
steady expansion of real volume coupled 
with an ongoing rise in prices. Spending 
for goods, on the other hand, slackened 
diu:ing the year. A declining share of the 
consmnption dollar was spent for non-
dm:ables and the gains in that category 
represented little growth in real volume. 
The drop in the share of nondurables in 
total consumption was in line mth the 
long-term trend, which has largely 
reflected the fact that, both in current 
prices and real terms, spending for food 
has groAvn much less rapidly over time 
than other types of consumption. There 
has been an offsetting shift toward 
services. 

13 
Durable goods weaker 

Spending on durable goods turned 
clearly weaker after mid-1969. The 
downturn of new car sales in the latter 
part of the year contributed to the 
weakening in diurables consumption, 
but spending for other hardgoods was 
decidedly slack. In the minds of many 
consumers, purchases of furniture and 
appliances are considered to be easily 
postponable and it would not be 
surprising to see the demand for 
household dm-ables turn slack in a 
period when consmners grow increas
ingly uneasy, as they apparently did 
during 1969. The drop in housing starts 
may also have dampened spending for 
household durables. 

Auto sales are of course also vulner
able to shifts in sentiment. Although 
short-term fluctuations made for a 
rather unclear picture last year, the 
pace of new car buying was clearly 
weaker in the faU and winter. Total 
1969 sales of domestic models were 
8.5 nodUion units, less than 200 thousand 
below the 1968 total. Part of the drop 
was offset by sales of foreign makes, 
which grew about 100,000 units to a 
total of some 1.1 million. 

Nonresidential Fixed Investment 

CAPITAL spending last year was a 
major expansionary force, as it had 
been earlier in the sixties. After 4 years 
of booming growth, spending had 
stabilized in 1967, but a renewal of 
strong growth developed during 1968. 
The increase last year was substantial, 
and survey evidence available toward 
yearend showed expectations of a 
sizable further rise in 1970. 

Thrust from capital investment 

Spending for nonresidential fixed 
investment last year totaled $99}^ 
biUion, up $10K billion or almost 12 
percent from the total for 1968. The 
advance was large enough to lift the 
share of nonresidential investment in 

total GNP back near the level reached 
in 1966, the culminating year of the 
earUer investment boom. Although the 
growth rate of investment spending 
slowed during the year, its deceleration 
was milder than that of total GNP and 
its share in the total continued to grow. 
In the final quarter of 1969, spending 
on fixed investment was 12^ percent 
higher than it had been a year earHer 
and accounted for 10.8 percent of 
GNP—a proportion as high as those 
recorded during 1966. Last year's 
increase in capital spending was not 
due solely to price increases. Even 
after allowing for the effects of sub
stantially higher prices, there was 
moderate growth in the amount spent 



14 SURVEY OF CURRENT BUSINESS January 1970 

for structures and a stronger rise in 
spending for equipment. 

Investment determinants 

The resumption of substantial growth 
in capital spending occurred in a period 
in which the factors generally assumed 
to influence investment demand were 
behaving in a way that would have 
seemed to suggest a weakening. By 
just about any available measure, prof
its have been under pressure for some 
time—not just in 1969, when a decline 
occurred in the second half. Strong 
growth in profits, and thus in cash flow, 
characterized the first 5 years following 
the recession trough in 1961. That trend 
peaked out in 1966 and profit growth 
since then has been sluggish, with after
tax profits additionally slowed by the 
imposition of the surcharge. Since 1965 
there has been a steady decHne in the 
ratio of after-tax profits to the total 
income originating in corporate busi
ness, i.e., a decline in the share left 
after payment of other income claims, 
principally labor compensation, and 
taxes. Over that same period, labor 
cost per unit of output has been rising 
steeply after a long period of stability. 

The tightness of credit conditions 
during 1969 is another factor that 
might have been expected to dampen 
investment demand. Interest rates on 
borrowed funds soared to extraordi
narily high levels and borrowers en
countered difficulty simply finding 
credit. At the same time, price tags of 
investment projects were rising rapidly. 
While capital investment grew costUer, 
the economy's growth rate was slowing 
and the rate of capacity utilization in 
manufacturing—a sector for which that 
measure can be calculated—^held at the 
relatively low level reached after the 
sharp drop in 1967. 

Expansionary influences 

One reason for the strength of capital 
investment, in the face of negative 
signals from many conventionally ac
cepted indicators, is an apparent growth 
in the tendency to plan business invest
ment with a long-run perspective. A 
sense of need for capacity to meet 
futvure demands seemed to play an im-

Nonresidential Fixed Investment 
increased substantially in 1969, though growth tapered during the year 
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portant role in investment decisions 
over the past year. Augmenting this 
was an apparent desire to offset sharply 
rising labor costs and to do so sooner 
rather than later, when capital goods 
prices would presumably be still higher. 
Expectations—of sustained price and 
cost advances, of Uttle or no decUne in 
interest rates, of little interruption in 
growth—appeared to have a significant 
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1969 
Seasonally Adjusted 

effect on investment behavior last year. 
I t seems that these forces continue to 

be important. Although the growth rate 
of capital spending slowed during the 
cotirse of 1969, and the deceleration of 
the economy's growth was obvious, 
surveys late in the year found expecta
tions of further strong advances in 
capital spending on into the current 
year. 

HIGH and rising interest rates, and a 
reduced availabiHty of mortgage credit 
and of credit to finance construction, 
severely, impeded activity in the hous
ing industry last year. Homebuilding 
thus once again Avent into a steep de
cline, after only 2 years of recovery from 
the sharp contraction during 1966. 
Starts of new private dwelUngs reached 
a peak of 1.7 milhon units at a season

ally adjusted annual rate in last year's 
first quarter and then declined over the 
remaining three quarters. Prehminary 
data show a fourth quarter average of 
about 1.3 million units, putting the 
decline during the year at a pace 
averaging about 9 percent per quarter. 
In the previous contraction, starts de
clined from the fourth quarter of 1965 
through the fourth quarter of 1966 at an 
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average average quarterly rate of about 
llK percent. There is strong reason to 
expect the latest decline to continue 
into 1970; whether it will become 
steeper is uncertain. 

Single homes versus apartments 

The slide in homebuilding was most 
pronounced in the single family sector 
during the spring and summer last year, 
but the decline in single unit starts 
tapered toward the end of the year. In 
contrast, the decHne in multifanuly 
starts was relatively moderate until late 
in the year, when there was a steep 
drop in starts of units in structures with 
five or more units. These larger build
ings account for most of the starts in 
the multifamily sector. 

I t appeared last year that financing 
was more readily obtainable for apart
ment construction than for single family 
homes. Moreover, apartment builders 
would presumably be more willing to 
pay the prevailing high interest rates, 
and would not generally be affected by 
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the usury law ceilings that hindered 
home mortgage lending in some States. 
These factors, together with the strong 
market demand for apartment dwell
ings, could have been expected at least 
initially to cushion the decHne in 
multifamily starts. 

Construction outlays 
Residential investment outlays, 

which follow developments in starts, 
also rose in the first quarter and feU 
thereafter. The decline, however, was 
less steep than that in starts. This was 
partly because changes in outlays lag 
after changes in starts and partly 
because outlays include investment in 
additions and alterations, which is 
less sensitive than new construction. 
To a great extent, however, the rise in 
construction costs was the factor damp
ening the decUne in outlays. For the 
fuU year, current dollar outlays totaled 
$32 bilHon, up $2 billion from 1968. 
In real terms, however, spending was 
unchanged from 1968 to 1969—parallel
ing the stability of starts, which totaled 
1.5 million units in each year. 

Housing shortages 
The ongoing decline in homebuilding 

activity comes at a time when the 
underlying demand for housing is very 
strong. For several years, starts have 
failed to meet the requirements for 
replacement and new family formation, 
and a serious shortfall has developed 
between starts and needs. The strong 
expansion in mobile home production 
in recent years has helped narrow this 
gap. Mobile homes—^many of which are 
not very mobile at all—are meeting 
some of the demand for shelter that was 
formerly met by construction of low 
cost single family houses; for some 
households, mobile homes are also an 

alternative to an apartment. The pres
sure of housing demand against supply 
is nevertheless great, as reflected in the 
rapid increase of rents and housing 
prices, and in homeowner and rental 
vacancy rates which have reached 
their lowest levels in more than a 
decade. 

Mortgage markets tight 

The depressed state of the mortgage 
market was the major factor in last 
year's decline in homebuilding. The rise 
of interest rates to record highs at
tracted funds away from the thrift 
institutions—the major mortgage lend
ing group—to higher yielding market 
investments. The lending ability of 
commercial banks was under severe 
pressure, and insurance companies were 
hit by a renewed surge—as in 1966— 
of borrowing by policy-holders. In 
addition, the rise in mortgage yields, 
although striking, trailed that in the 
bond market and there was a strong 
incentive for lenders to shift away from 
mortgage investments. Another factor 
adversely affecting mortgage markets 
in 1969 was the existence of usury laws, 
which in some States severely curtailed 
lending because the going rates on 
mortgages rose above the ceilir^s im
posed by the laws. The Federal Home 
Loan Bank System and the Federal 
National Mortgage Association worked 
hard to sustain the flow of mortgage 
credit last year. The Home Loan Banks 
stepped up their advances to member 
savings and loan associations and 
thereby helped to offset the impact of 
lower deposit flows, while the FNMA 
provided major support by substanti
ally enlarging its operations in the 
secondary market for Government-
insured mortgages. 

Inventories 
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INVENTORY accumulation by 
business was somewhat larger in 1969 
than in 1968, and accounted for $700 
milUon of the total expansion in GNP 

last year. In the preceding year, in
ventory accumulation was steady and 
thus made no net contribution to the 
growth of aggregate production, while 
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1967 saw a steep drop in the accumula
tion rate which offset a good part of 
that year's rise in final demand. 

In 1969, the rate of inventory invest
ment was moderate in the first half but 
rose appreciably in the third quarter. 
A large part of that rise was in dxu-able 
goods, centered at automotive retailers. 
The investment rate dropped back in 
the foiu-th quarter. 

Business inventories and sales 

For the past 2 years there has been 
fairly steady growth in the size of ad
ditions to the book value of inventories 

Inventory-Sales Ratios 
Were relatively stable In 1969 for 
manufacturers and wholesalers 

Months of Soles 
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held by the manufacturing and trade 
firms but the overall inventory-sales 
ratio for these ficrms has been generally 
stable. However, evaluations by manu
facturers during 1969 indicated a con
tinuing deterioration of their inventory 
positions in terms of the proportion of 
stocks considered excess relative to 
sales and unfilled orders. 

There has nevertheless been little 
evidence of a strong effort to curtail 
holdings except in the case of automo
biles. The high and rising cost of credit 
must smrely have provided businessmen 
for some time with a strong incentive 
to pay careful attention to inventory-
policy. That policy is in fact probably 
being determined only to a small extent 
by current activity, with heavy weight 
given to expectations of continued 
price inflation and of sizable sales 
expansion in 1970. 
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However, the ratio for automotive 
retailers rose sharply 
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Durable goods retailers 
Some involuntary accumulation did 

occur in ' the latter part of last year, 
largely in automobiles. The biiildup in 
dealers' stocks prompted a substantial 
cutback in factory assembly operations. 
New car sales continued to be sluggish, 
however, and at yearend retail auto 
inventories were still high relative to 
sales. 

The aggregate stock-sales ratio for 
other durable goods retailers looked 
to be clearly on an uptrend in the latter 
part of 1969, seeming to corroborate 
the reports late in the year that con
sumer buying of household durables— 
especially the "big ticket" appliances-
was turning decidedly sluggish. Else
where, however, the evidence of the 
inventory-sales ratios gave little sug
gestion of undesired accumiilation, but 
if inventory pohcy has been based 
heavily on overly optimistic expecta
tions, a cutback in the investment rate 
could yet occur. 

Government Expenditures and Receipts 

1967 1968 1 9 6 9 
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THE direct impact of government on 
the increase in demand was consider
ably less in 1969 than io 1968. Purchases 
of goods and services by aU govern
ments totaled $215' bilhon, up $14K 
bilUon from 1968—accounting for only 
22 percent of the gain in total GNP, 
compared with 28 percent in 1968 and 
over. 50 percent in 1967. Larger non-
defense purchases (including those of 
State and local governments) accounted 
for roughly 20 percent of the total 
GNP rise, about the same as in the 
previous year; the shift in government 
impact was due to a naarked slowdown 
in defense purchases. 

Other types of government expendi
tures, such as transfer payments and 
interest, were up $7% biUion in 1969, 
bringing the rise in total expenditures 
by governments to about $22 Ĵ  biUion 
(NIA basis). For the second consecu
tive year, receipts grew more than 

expenditures. The $37 biUion advance 
was a record, the result of increased 
yields from existing taxes on a rapidly 
expanding tax base and new or higher 
tax rates at aU levels of government. 
Also, the Federal surcharge on individ
uals and corporations was in effect for 
the entire year and this alone accounted 
for about one-third of the rise in total 
government receipts. 

The Federal Government recorded a 
surplus of nearly $10 billion, the largest 
of the decade and the first since 1965. 
The surplus was more pronounced in 
the first half of the year, when receipts 
were boosted by unusuaUy large income 
tax settlements resulting from the tax 
s\u"charge. Also contributing to shrink
age of the surplus after mid-1969 was 
the fact that expenditures were aug
mented by a large pay raise for gov
ernment workers at midyear. 

State and local governments con-
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tinued in deficit for the third consecutive 
year. Expenditures exceeded receipts 
by nearly $1 biUion, despite growing 
surpluses of employee pension funds 
and new or increased taxes at aU levels 
of government. 

F E D E R A L GOVERNMENT 

Federal Government purchases of 
goods and services totaled $102 bilUon 
in 1969, up $2K bUUon for the smaUest 
advance since the Vietnam buUdup 
began in 1965. The spending rate 
declined dining the course of the year, 
save for the third quarter when the 
Federal pay raise boosted the level of 
civiUan and military employee com
pensation. Defense purchases dropped 
in every quarter except the third, whUe 
the increases in nondefense purchases 
were much smaUer than in 1968. 

For the year as a whole, defense 
purchases were up less than $1^ 
bUUon, compared with an average gain 
of over $9 biUion in the 3 preceding 
years. All the growth last year was in 
employee compensation. Of the more 
than $2 bUUon increase in compensation, 
about $1}^ bilUon resulted from the 
mid-1969 civiUan and miUtary pay 
raise and over $X biUion was an effect 
of the raise in mid-1968. Wage rates of 
many blue collar workers, which are 
determined locaUy by independent wage 
boards, were also raised in 1969. The 
decline in other defense purchases, 
which include equipment, construction, 
research, etc., was the first since 1965. 

Federal nondefense purchases ad
vanced only $1% bUUon last year, far 
less than the record $3 bilUon in 1968. 
The difference was largely centered in 
Commodity Credit Corporation pur
chases, which decUned sUghtly in 1969 
after rising susbtantially in 1968. 

Transfer payments keep grotving 

Other types of Federal expenditures— 
transfers, grants, interest, and sub
sidies—amounted to almost $90 bUlion 
in 1969, up $7% bUUon for the smaUest 
increase since 1965. As in the past few 
years, transfer payments to persons 
were the strongest element in the 
advance. 

OASDHI pajonents increased some

what more than $1% billion, only about 
half as much as in 1968 when benefit 
rates were raised. Another benefit 
increase is scheduled for April 1970, to 
be retroactive to the start of this year. 
Medicare transfers amounted to nearly 
$6% biUion; last year, up $1 billion from 
1968. Increased utiUzation and rapidly 
rising hospital and medical costs have 
pushed medicare spending up continu
ously since the program began in 1966. 

Larger benefits for veterans accounted 
for $1 bilUon of the 1969 rise in trans
fers—due mainly to benefits for return
ing Vietnam veterans. Federal pension 
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payments advanced sharply owing to 
cost-of-Uving increases and certain other 
adjustments provided for by recent 
legislation. 

Grants-in-aid to State and local 
governments grew more than $ 1 ^ 
biUion to a total of nearly $20 bUUon. 
PubUc assistance grants—mainly for 
aid to dependent children and medical 
assistance—showed a big advance, re
flecting a very large increase in the 
number of recipients with average 
benefits little changed. Highway grants 
were held back as a means of limiting 
budget expenditures, and the year's 
total was down some %Yz billion from 
1968. 

Net interest paid amounted to about 
$13 bilUon in 1969, up a record $13^ 
biUion due to higher interest rates and 
a larger pubUc debt. The rise in market 
interest rates accounted for over four-
fifths of the increase. Subsidies (net 
of the ciurent surplus of government 
enterprises) recorded a modest gain 
after declining the two previous years. 
The increase was the result of higher 
government payments to farmers, prin
cipally because of increased participa
tion in the feed grain program, and a 
larger Post OflBce deficit. 

Continued large gain in receipts 

For the second year in a row. Federal 
receipts grew about $25 bilUon, reach
ing over $200 bilUon in 1969. About $16 
bilUon of the rise was due to increased 
yields of existing taxes; over $5% bUlion 
was due to the surcharge on personal 
and corporate taxes and the rest to an 
increase in the social security tax rate. 

Corporate profits tax accruals grew 
rather Uttle, as the expansion of profits 
slowed sharply, but growth in personal 
tax and nontax receipts was a record 
$16 biUion. The factors in that rise 
included the rise in withholdings as
sociated with continued large gains in 
personal income, higher withholdings 
due to the surcharge being in effect the 
fuU year, and the unusually large final 
settlements of 1968 UabUities. 

Contributions for social insurance re
corded a sharp gain of nearly $Q% 
bUUon. About $5K bilUon of the rise 
was in OASDHI contributions; of this, 
about $3 biUion was accounted for by 
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the January increase in the combined 
social security tax rate from 8.8 to 9.6 
percent. No increase in either the tax 
rate or the wage base is scheduled in 
1970, but the monthly payment for 
voluntary supplementary medical in-
siu:ance (medicare) wUl go from $4 to 
$5.30 effective July 1. 
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taxes increased over $2 bUUon. The 
general sales tax has becorae the major 
source of revenue at the State level and 
is currently levied in 45 States. Last 
year, 12 States increased existing 
general sales taxes and Vermont estab
lished a new one. 

Personal tax and nontax receipts rose 

STATE AND LOCAL 
GOVERNMENTS 

State and local governments pm:-
chased nearly $113 biUion of goods and 
services in 1969, $12 biUion more than 
in the previous year. The rate of spend
ing growth was slower in the second 
half of the year. 

The advance in ptirchases of goods 
and services was again concentrated 
in employee compensation, as employ
ment and average pay continued to 
increase. Nearly 400,000 workers were 
added to State and local payroUs, 
largely in education. Other expendi
tures, such as transfer payments and 
net interest, grew a record $1}^ biUion. 
Nearly aU the gain was in transfer pay
ments, as the mmaber of persons receiv
ing aid surged past 10 mUUon. Almost 5 
mUlion chUdren, or 7 percent of aU 
persons imder 18 years of age, and over 
2 miUion elderly, or 10 percent of those 
65 and over, were on the welfare rolls 
at mid-1969. 

Despite rapidly rising interest rates, 
net interest payments barely advanced. 
Bond issues were sharply curtaUed. 
Some States and locaUties were unable 
to seU bond issues because of ceiUngs 
on the rates they could pay, and govern
ments hesitated to seU long term debt 
at prevailing high interest rates even 
when they legaUy could; borrowing in 
short term markets was stepped up, 
however. State and local governments' 
interest receipts from investment of 
pension fimds and idle cash balances 
benefitted from the high market rates. 

Receipts continue to grow 

Receipts of State and local govern
ments totaled $120 bilUbn in 1969, 
up $14 biUion from the previous year. 
Property taxes accounted for more 
than $4 billion of the rise, while sales 
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$3^ billion, boosted by rising incomes 
as weU as new or higher tax rates in 
many States. Corporate income tax 
accruals advanced only slightly, how
ever, and part of the rise was attribut
able to increased corporate tax rates 
in 13 States and new corporate levies 
in two States. 

labor Markets 

LABOR market conditions remained 
generally tight in 1969, though some 
evidence of easing developed late in the 
year. Averaged for the year, employ
ment was up sharply, the civilian labor 
force recorded the largest percentage 
increase in many years, and the im-
employment rate inched down from 
3.6 to 3.5 percent. 

The expansion of both labor force 
and employment was most marked 
early in the year. The subsequent 
slowing was in line with other evidence 
of easing conditions, such as a decline 
in the average workweek. The unem
ployment rate showed some rise late 
in the year, but it remained low both 
for the aggregate of civiUan workers 
and for the major population groups. 

A striking development of 1969 was 
that the unemployment rate edged up 
so little during the year. Past history 
would suggest a measurable increase in 
a period when real growth decelerated 
and reached as weak a pace as that 
recorded last year. A tendency to hoard 
labor may have contributed to the 
behavior of the unemployment rate. 
To the extent that attitudes were 
shaped by years of tight labor markets, 
employers would hesitate to cut back on 
hiring or to lay off workers, especially if 
they expected that any adjustment in 
the economy would in fact be only a 
brief and mild interruption. 

In manufacturing, where labor force 
adjustments have historically been rela
tively seiisitive, the layoff rate held at a 
low level and the quit rate—^which 
generally eases when workers grow 

uncertain over job prospects—^was very 
high. By yearend, nevertheless, em
ployment growth was not only much 

Unemployment Rates 

The rate edged higher last year for all 
civilian w o r k e r s . . . 

Percent (ratio scale) 
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slower than earlier in 1969 but also 
much less pervasive; the number of 
workers in manufacturing was decUning 
and employment growth was heavily 
centered in services and State and local 
governments. 

Productivity declines 

A slowdown in real growth is typically 
accompanied by a weakening in labor 
productivity, since workforce adjust
ments lag. Thus some deterioration of 
productivity behavior was to be ex
pected last year, and any intentional 
hoarding would have added to the 
downward pressure. Though the growth 
of man-hours in the private, nonfarm 
economy did slow, it exceeded output 
growth and productivity showed the 
first sustained decrease since 1960. 

Workers' compensation rises 
Hourly compensation continued to 

rise rapidly, and unit labor costs conse
quently increased at a fast pace. In the 
third quarter, man-hour productivity in 
the private nonfarm economy was un
changed frona a year earlier but com
pensation per man-hour was up 7 per
cent. 

The rise in workers' pay last year, 
though rapid, barely outpaced the rise 
in consumer prices. After taking ac
count of taxes as weU, that hypothetical 
but significant person—the average 
nonsupervisory worker—^found that in 
real terms his spendable pay was show
ing no growth and in fact was edging off 
a bit. This trend is likely to figure 
importantly in labor-management nego
tiations this year, when contract expira
tions wUl involve an unusuaUy large 
number of workers. 

Prices 

PRICE increases last year were both 
large and widespread. The GNP price 
deflator—the broad measure of the 
prices of the goods and services com
prising GNP—^rose more than 1 percent 
each quarter. Averaged for the year, 
the deflator was about 4% percent 
higher than in 1968, the largest annual 
increase since 1951. 

Price increases in consumer markets 
during 1969 were larger than in the 
previous year. The overall consumer 
index rose about 5^ percent from the 
end of 1968 to the end of 1969, an 
advance considerably in excess of the 
substantial rise of 4^^ percent during 
1968. Food prices contributed im
portantly to last year's large increase, 
with particularly sizable advances re
corded for meats. Prices of nonfood 
commodities rose rapidly throughout 
the year and.at yearend were up well 
over 4 percent from the end of 1968. 
The rise was more pronounced for 

nondurable than for durable goods; 
apparel prices increased very sharply, 
especially during the last half of the 
year. The price rise for consumer 
services continued to outpace that for 
commodities. Led by a continued rapid 
advance in medical costs, and a pro
nounced rise in homeownership costs 
that was closely related to the climb 
in mortgage interest rates, the price 
index for consumer services rose more 
than 7 percent over the coiu-se of 1969. 

Reflecting large increases for both 
agricultural and industrial products, 
the ' average price level in wholesale 
markets rose nearly 4:% percent from 
the final quarter of 1968 to the final 
quarter of 1969. Prices of farm products 
and foods and feeds scored most of 
their increase early in 1969, but con
tinued to rise throughout the year. 
The index for industrial commodities 
was significantly affected by the price 
behavior of lumber and wood products. 

Lumber prices rose steeply in 1968 and 
early 1969 and then dropped very 
sharply from the spring through the 
summer. The decline was so steep that 
it significantly dampened the rate of 
increase of the overall industrial price 
index. In the fall and winter, when this 
effect was absent, the rise in the 
industrial index accelerated. At yearend 
the index was up 4 percent from the 
end of 1968. 
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Financial Developments 
THE monetary authorities pursued a 
vigorous program of credit restraint 
throughout 1969. The combination of 
a tight monetary poUcy and heavy de
mand for funds resulted in severe credit 
market pressures that intensified as the 
year progressed, and pushed interest 
rates to imprecedented levels. 

In implementing its tight credit pro
gram, the Federal Reserve System did 
not restrict itself to the use of open-
market operations, but reUed on aU its 
major poUcy tools. The discoimt rate 
and the reserve requirements on de
mand deposits were increased, and it 
was decided not to raise the Regulation 
Q ceilings on the rates banks may pay 
on time deposits. The latter decision 
resulted in a large scale run-off of time 
deposits, particularly at large commer
cial banks, and a buildup of severe 
pressure on member bank reserve posi
tions. Large denomination certificates 
of deposit at large commercial banks, 
which had increased more than 30 per
cent in 1967 and 15 percent in 1968, 
declined more than 50 percent last 
year. There was Uttle expansion in 
demand deposits, and the money stock, 
which had grown an average of about 
7 percent in 1967 and 1968, rose only 
2% percent. VirtuaUy aU the increase in 
the money stock occurred during the 
first half of the year. 

Banks under pressure 

Reacting to the pressure they felt 
on their reserve positions, and thus on 
their abiUty to lend, many banks tried 
to attract fimds through unconven
tional channels. Euro-doUar borrowing 
was a particularly important adjust
ment mechanism for some of the large 
banks dining the first three quarters of 
the year. However, regulatory changes 
in the summer reduced the attractive
ness of this source of fimds and banks' 
Euro-doUar liabiUties stabUized. In the 
latter part of the year, an important 
adjustment mechanism was the sale of 
commercial paper by bank affiliates. 
In a more typical response to a squeeze 
on reserve positions, banks sought to 
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accommodate loan demand by Uquidat-
ing securities holdings. Conamercial 
banks reduced their investment hold
ings by about $10K biUion, most of 
which represented reductions in U.S. 
Government securities. The loan com
ponent of banJs: credit increased about 
$20 bUUon. 

As a result of restrictive monetary 
poUcy, total bant credit increased 
much less in 1969 than in 1968 or in 
1967. Total loans and investments at 
commercial banks rose about $9 bUUon 
or 2}̂  percent, less than one-fourth the 
increase in both 1967 and 1968. How
ever, this curtaUment of bank credit 
expansion was about offset by increased 
suppUes of funds from all the private 
nonfinancial sectors and the total flow 
of funds in credit markets was little 
changed from 1968. 

Credit demands heavy but mixed 

Though credit demands were very-
strong last year, the pattern among the 
major borrowing groups was mixed. 
Demands from business were larger in 
1969 than in 1968, mainly because last 
year's acceleration in capital spending 
programs outstripped the growth of 
internally generated funds. Despite the 
high cost of external financing, business 
firms borrowed heavUy from banks, 
issued a record volume of commercial 
paper, and raised a record volume of 
funds in capital markets. Because the 
Federal budget was in surplus, Treasury 
demands in financial markets lessened 
appreciably in 1969. However, that 
easing was partly offset by increased 
borrowing by federaUy sponsored agen
cies, particularly those providing support 
to the depressed mortgage market— 
i.e., the Federal National Mortgage 
Association and the Federal Home Loan 
Bank System. Security issues by State 
and local governments were cut sharply, 
especiaUy in the second half of the year, 
as borrowing costs rose above the legal 
ceilings that prevaU in many States. 
However, these governments stepped up 
their borrowing in short-term markete 
and the total of funds raised last year 
was Uttle changed from 1968. Consumer 
borrowing showed signs of easing, as the 
expansion in mortgage and installment 
debt tapered off somewhat during the 
second half of the year. 
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The Balance of Payments 

THE doUar remained strong in 1969; 
the free market price of gold against 
the dollar dropped sharply; and the 
U.S. balance on official reserve trans
actions was probably in surplus by a 
larger amount than in 1968. These 
developments occurred despite a sharp 
deterioration in the recorded Uquidity 
balance and massive flows of short-term 
funds through the foreign exchange 
markets, particularly in connection with 
anticipation of the German mark re
valuation. The "official" surplus and the 
stabUity of the doUar largely refiected 
the effects of very restrictive monetary 
policy in the United States, which 
caused U.S. banks to borrow heavUy in 
the Euro-dollar market through their 
foreign branches. The substantial inflow 
of foreign private liquid funds associated 
with this borrowing (i.e., the increase in 
liquid UabUities to private foreigners) 
largely financed the liquidity deficit, 
and contributed to the official surplus 

by attracting dollars out of foreign 
central banks. 

Gold price declines 

The price of gold in the free market 
remained above $42 per ounce in the 
early part of the year but dropped 
sharply after May and almost fell below 
the official central bank price of $35 
before the agreement in December that 
the I M F would purchase gold under 
certain conditions. The decUne was 
probably associated not only with the 
stability of the doUar in foreign ex
change markets during the year, but 
also with the final approval, aimounced 
in September, of activation of the 
Special Drawing Rights System on 
January 1, 1970. Under this system, 
international reserve assets will be 
created to supplement existing assets. 
Creation of reserve assets in this way 
reduces, to some extent, the dependence 
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of the international monetary system 
on gold, and was evidently interpreted 
as reducing the possibility of an increase 
in the official gold price. 

Goods and services 

It is expected that complete data 
wUl show the nonmilitary merchandise 
trade balance in 1969 (adjusted for 
balance of payments purposes) little 
changed from the $0.6 biUion surplus 
to which it had fallen in 1968. Some 
improvement might have occurred had 
it not been for the dockworkers' strike 
early in 1969. 

The rise in nonmiUtary exports was 
about $3 bUlion, or more than 8.5 per
cent, in line with the long-term trend. 
This growth was remarkable in view of 
the strike losses, relatively poor markets 
for agricultural products, and a tempo
rary decline in deliveries of commercial 
airplanes. Strong economic growth 
abroad largely offset these factors. 

Imports also rose about $3 biUion, a 
considerable deceleration from the $6 
bUUon rise in 1968. The slowdown pri-
marUy reflected the absence of major 
strikes affecting U.S. production, such 
as had inflated 1968 imports; the 1969 
dock strike, which depressed imports; 
and the deceleration of domestic 
demand. 

U.S. payments to foreigners on their 
investment in the United States rose 
sharply in 1969, reflecting higher inter
est rates and a rise in foreign dollar 
holdings; this was only partly offset 
by increases in U.S. income from 
investment abroad. In addition, mili
tary expenditures abroad were ap
parently higher than in 1968, although 
they stabUized after the first quarter. 
With only smaU changes likely in the 
balances on travel and transportation 
and on the other ser-vice accounts, fuU 
data v̂Ul probably show that the 

overall surplus on goods and services 
shrank from the $2.5 bUlion of 1968 to 
about $2.0 bUlion in 1969. 

Capital flows 

Shifts in private capital flows also 
had an adverse effect on the balance of 
payments in 1969. For the first 9 months 
of the year, there was a net deteriora
tion of about $1.9 billion from the 
corresponding period of 1968 in recorded 
private U.S. and foreign capital trans
actions (other than changes in Uquid 
UabUities and special financial trans
actions). The pattern for the full year 
was probably simUar. That wUl not be 
certain, however, untU fuU data are 
available to indicate whether—as seems 
likely—the exceptional inflow registered 
in the fourth quarter of 1968 was re
peated in the fourth quarter of 1969. 
The net outflow of U.S. corporate 
capital (assets and liabiUties) increased 
in the first 9 months of 1969, foreign 
purchases of U.S. stocks declined, and 
U.S. purchases of foreign securities 
rose. A partial offset was a rise in 
foreign direct investment in the United 
States. 

Additional adverse effects on the 
U.S. balance of payments in 1969 
resulted from special financial trans
actions of U.S. and foreign Govern
ments and central banks. Through 
September, foreign official agencies 
made a reduction of over $1 billion in 
holdings of nonliquid assets in the 
United States, compared with acquisi
tions of over $2.3 biUion in the full 
year 1968. Such shifts, however, have 
Uttle real significance for our external 
position. 

"Errors and omissions" also showed 
a very sharp deterioration in 1969 
which contributed to the growth of 
the liquidity deficit. A good part of the 
increase in unrecorded outflows was 
probably associated with roundabout 

flows of U.S. funds to the high-yielding 
Euro-dollar market and back to the 
United States through the foreign 
branches of U.S. banks. These rounda
bout flows have no impact on the official 
balance. Expectations of the revalua
tion of the German mark may have 
also induced unrecorded outflows of 
U.S. funds. 

The balances 

The year's transactions resulted in a 
substantial increase in the net transfer 
of dollars to foreigners. The balance of 
payments on the Uquidity basis showed 
a deficit of over $8 bilUon in the first 
three quarters of the year. Although 
preliminary indicators suggest a sizable 
surplus in the fourth quarter, the defi
cit was probably far larger in 1969 than 
in any earUer year. However, more than 
half of the deterioration from the smaU 
surplu s in 1968 reflected developments— 
such as the reversal of special financial 
transactions and roundabout flows of 
U.S. funds to the Euro-doUar market:— 
which do not represent any fundamen
tal deterioration in our external position. 

The balance on official reserve trans
actions, by contrast, was in surplus in 
1969, and the surplus was probably 
significantly larger than the $1.6 bUUon 
in 1968. This was closely related to the 
very large inflow of foreign private 
Uquid funds associated with the in
crease in U.S. banks' Euro-doUar bor
rowing through their foreign branches. 
This inflow was so great that it more 
than offset the deterioration in the cur
rent and recorded capital accounts, as 
well as the increased outflow on errors 
and omissions. I t must be recognized, 
nevertheless, that if monetary condi
tions ease, it would become more diffi
cult to finance a contimiing liquidity 
deficit—even one smaUer than last 
year's—^by an inflow of private foreign 
liquid funds, and thus harder to avoid a 
deficit on the official balance. 
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Personal Income Hiper in All Regions in the Third Quarter of 1969 

There were wide regional variations 
in personal income gains in the third 
quarter. At the high end were advances 
of 3% percent in the Southwest and 2% 
percent in the Plains; the lows were 1% 
percent in the Rocky Mountains and 
Uttle more than three-fourths of 1 per
cent in New England. Advances in the 
other four regions were close to the 2}i 
percent recorded for the Nation as a 
whole. Income rose in the quarter in 46 
of the 50 States and in the District 
of Columbia. 

Two major factors contributing to 
the regional variation in the income gain 
were the differential impact of the 
Federal pay increase and regional dif
ferences in farm income behavior. 
Mainly reflecting the pay increase, 
aggregate Federal payrolls rose about 
7 percent. The associated regional 
percentage gains in Federal payroUs 
were quite uniform, but the importance 
of those payrolls as an income source 
varies markedly among regions. 

A jump of more than 10 percent in 
farm proprietors' earnings in the Plains 
is directly responsible for the strength 
of the total income rise in that region; 
a relatively large gain in farm earnings 
also contributed to the Southwest's 
strong income rise. Conversely, a de
cline of about 20 percent in farm earn
ings severly dampened the gain in 
total income in the Rocky Mountains. 

In seven of the eight States with the 
largest total income gains—North 
Dakota, Arkansas, Arizona, Oklahoma, 
Nevada, Iowa, and Wyoming—farm 
earnings registered very large advances. 
In the eighth, Hawau, increases in most 
income sources were larger than the 
national average, reflecting the con
tinuing prosperity of that State. In each 
of the four States where total income de
clined—Idaho, South Dakota, Ne
braska, and Montana—a substantial 
drop in farm earnings was responsible. 

NOTE. The quarterly estimates of State personal income 
were prepared in the Regional Economics Division by 
Marian Sacks under the supervision of Q. Francis Dallavalle. 

Table A.—Total Personal Income, by States and Regions 
[Millions of dollars, seasonally adjusted at annual rates] 

State and region 

United States -

New York -

Ohio 

Missouri 

South Dakota ^ 

Virginia 
West Virginia 
Kentucky.. 

North Carolina 
South Carolina... 
Georgia 

Alabama 
Mississippi 
Louisiana 
Arkansas 

Southwest 

Oklahoma . . . 
Texas 
New Mexico 
Arizona 

Rocky Mountain 

Montana _. . . . 

Wyoming . . 
Colorado 
Utah 

Far West. . . 

Washington. 

Nevada . . . 

Alaska 

1968 

I 

660,216 

41,696 

2,686 
2,215 
1,263 

20,340 
3,145 

12,047 

157,549 

72,708 
26,996 
39,054 
1,948 

13,418 
3,426 

140.272 

31,131 
36,028 
16,822 
42,606 
13,686 

50,822 

11,716 
8,902 

14,675 
1,674 
1,896 
4,661 
7,398 

112,618 

13,510 
4,314 
8,190 
9,786 

13,147 
6,112 

12,159 
18,709 
8,131 
4,713 
9,564 
4,283 

45,920 

6,983 
31,640 
2,608 
4,689 

13,856 

1,985 
1,808 

970 
6,364 
2,729 

93,841 

11,718 
6,432 
1,696 

73,996 

1,116 
2,526 

n 

675,973 

42,781 

2,722 
2,249 
1,292 

20,793 
3,232 

12,493 

161,043 

74,166 
27,631 
39,743 
2,018 

13,937 
3,558 

142,919 

31,696 
36,890 
17,065 
43,254 
14,024 

51.240 

11,962 
8,993 

14,880 
1,670 
1,860 
4,637 
7,348 

116,245 

13,937 
4,444 
8,473 

10,122 
13,681 
6,322 

12,566 
19,374 
8,219 
4,916 
9,701 
4,590 

47.553 

7,099 
32,864 
2,627 
4,963 

14,461 

2,020 
1,884 

978 
6,712 
2,867 

95,932 

11,965 
6,674 
1,733 

75,660 

1,122 
2,677 

in 

691.702 

43.508 

2,770 
2,304 
1,318 

21,100 
3,242 

12,774 

164,286 

75,707 
28,200 
40,472 
2,052 

14,205 
3,650 

145,564 

32,374 
37,474 
17,363 
44,007 
14,356 

52,979 

12,361 
9,493 

15,144 
1,796 
1,877 
4,664 
7,654 

119,137 

14,348 
4,498 
8,612 

10,464 
13,882 
6,438 

12,905 
20,008 
8,408 
4,882 
9,904 
4,788 

49,154 

7,402 
33,867 
2,710 
5,175 

14,781 

2,039 
1,871 
1,024 
6,904 
2,943 

98,369 

12,183 
6,730 
1,804 

77,662 

1,142 
2,782 

TV 

706,920 

44,726 

2,849 
2,381 
1,348 

21,663 
3,357 

13,128 

168,531 

77,626 
29,360 
41,140 
2,089 

14,631 
3,686 

149,228 

33, 272 
38,211 
17.849 
45,172 
14,724 

53.521 

12,719 
8,840 

16,564 
1,809 
1,913 
4,781 
7,895 

121,016 

14,602 
4,550 
8,789 

10,636 
13,961 
6,492 

13,193 
20,416 
8,607 
5,001 

10,087 
4,782 

50,227 

7,551 
34,644 
2,723 
6,309 

15,420 

2,113 
1,939 
1,048 
7,318 
3,002 

100,254 

12,461 
6,903 
1,877 

79,013 

1,163 
2,834 

1969 

I 

720,351 

44,920 

2,901 
2,372 
1,3S8 

21,996 
3,330 

12,933 

171,694 

79,260 
29,322 
42,431 
2,144 

14,776 
3,761 

153,131 

33,249 
39,672 
18,610 
46,608 
16,092 

55.096 

13,000 
9,660 

15,778 
1,788 
1,942 
4,944 
7,984 

123,264 

14,722 
4,667 
8,866 

10,848 
14, 490 
6,622 

13,453 
20,560 
8,718 
5,127 

10,384 
4,807 

50,667 

7,580 
34,952 
2,344 
5,291 

15,458 

2,104 
2,043 
1,027 
7,267 
3,027 

102,084 

12,752 
7,049 
1,928 

80,355 

1,214 
2,823 

n 

' 736,217 

46,474 

2,933 
2,481 
1,426 

22,698 
3,429 

13,607 

•• 174,483 

80,288 
30,228 
42,779 
2,122 

"• 15,216 
'3,851 

155,952 

33,711 
40,662 
18,768 
47,498 
15,313 

56,274 

13,110 
10,117 
If), 943 
1,694-
2,062 
6,302 
8,046 

126,139 

15,147 
4,722 
9,229 

10,972 
14,768 
6,829 

13,774 
21,107 
8,924 
5,235 

10,460 
4,972 

52.103 

7,670 
36,067 
2,825 
6,641 

15,833 

2,167 
2,138 
1,082 
7,375 
3,071 

104,805 

13,042 
7,244 
1,930 

82,689 

1,238 
2,916 

in 

752,077 

46.851 

2,956 
2,511 
1,450 

22,886 
3,466 

13,682 

177.791 

81,806 
30,465 
43,734 
2,177 

15,679 
3,930 

159,238 

35,000 
41,370 
19,082 
48,066 
16,721 

57,797 

13,499 
10,540 
16,380 
1,840 
2,011 
5,209 
8,318 

129,271 

15,535 
4,780 
9,324 

11,319 
14,989 
7,044-

14,256 
21,790 
9,210 
5,261 

10,540 
5,223 

53,802 

8,043 
37,019 
2,923 
5,817 

16,032 

2,158 
2,066 
1,126 
7,512 
3,171 

106.936 

13,263 
7,393 
2,021 

84,269 

1,279 
3,080 

Percent 
change 

1969, 
n-ni 

2.2 

.8 

.8 
1.2 
1.7 
.8 

1.1 
.6 

1.9 

1.9 
.8 

2.2 
2.6 
3.0 
2.0 

2.1 

3.8 
1.7 
1.7 
1.2 
2.7 

2.7 

3.0 
4.2 
2.7 
8.6 

- 2 . 6 
- 1 . 8 

3.4 

2.5 

2.6 
1.2 
1.0 
3.2 
1.6 
3.1 
3.5 
3.2 
3.2 
.5 
.8 

5.0 

3.3 

4.9 
2.6 
3.5 
6.0 

1.3 

- . 4 
- 3 . 4 

4.1 
1.9 
3.3 

2.0 

1.7 
2.1 
4.7 
2.0 

3.3 
5.6 

' Hevised. 
NOTE.—Quarterly totals for the State personal inc-̂ mo series will not agree with the personal inc^me measure car

ried in the national income and product accounts since the latter includes income disbursed to Government person
nel stationed abroad. 

Source: U.S. Department of Commerce, Ofhce of Business Economics. 
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Busmess Investment Expectations, 1970 

BUSINESSMEN are schedulmg a sub
stantial rise in expenditures for new 
plant and equipment in 1970, according 
to a survey conducted between mid-
November and mid-December by the 
Office of Business Economics and the 
Securities and Exchange Commission. 
They plan to spend $82.3 bUlion, 9.3 
percent more than is now estimated for 
1969.1 From 1968 to 1969, the rise is 
estimated at 11 percent. 

This report is the first in a new 
series that wUl present capital spending 
expectations for the coming year on 
the basis of data coUected in the late 
faU from the regular OBE-SEC panel 
of cooperating companies. These annual 
expectations wiU precede those regu
larly appearing in the March SURVEY, 

which are based on data collected in 
February of the year being projected. 

Programs for 1970 are stronger in 
the nonmanufacturing industries than 

1. The 1969 estimates cited in this report are the prelimi
nary figures for that year in the newly revised series on plant 
and equipment spending. The revisions are presented in full 
in an article appearing elsewhere to this issue of the SURVEY. 
The figures for expected 1970 spending are consistent with the 
revised series. 

The figures reported for 1970 are adjusted for systematic 
biases when necessary. Before adjustment, expenditures 
were expected to be $80.6 billion, or 7 percent above 1969. 
The comparable figures were $34.4 billion for manufacturing 
and $46.2 billion for nonmanufacturing. The adjustments, 
which were computed separately for each major industry, 
were applied only in cases in which expected spending 
deviated from actual spending in the same duection in each 
of the years 1967,1968, and 1969—the only 3 years for which 
such data are available. When this criterion was met, the 
adjustment was derived using the median deviation between 
actual spending and the expectations reported in the three 
similarly timed surveys of spending plans for 1967,1968, and 
1969. 

in manufacturing—up 11 percent and 
7 percent, respectively, from 1969. 
This would be a reversal of the ex
perience last year when manufacturing 
showed the larger advance. 

In manufacturing, sizable investment 
increases—15 to 19 percent—are planned 
by producers of machinery, chem
icals, and petroleum products. Declines 
in spendmg are expected by producers 
of transportation equipment and tex-
tUes, two industries that reported 

very large advances from 1968 to 
1969. 

Among the nonmanufacturing indus
tries, the most substantial increases— 
15, and 13 percent—are projected by 
pubUc utiUties and by communications 
and commercial companies, continuing 
the expansions that took place last 
year. Railroads foresee a 6 percent 
increase in 1970, whUe nonraU trans
portation and mining companies expect 
to reduce expenditures. 

Expenditures for New P l a n t and E q u i p m e n t b y U . S . Business ,^ 1968-70 

AU industries 

Manufacturing- . 

Durable goods ' 

Primary iron and steel 
Primary nouferrous metal 
Electrical machinery and equipment 
Machinery except electrical 
Motor vehicles and parts 
Transportation equipment, excluding motor vehicles. 
Stone, clay, and glass 

Nondurable goods ' 

Food includes beverage. 
Textile 
Paper 
Chemical 
Petroleum 
Rubber 

Nonmsnufacturing.. 

Mining 
Railroad '. 
Transportation, other than rail. 
Public utilities 
Communication 
Commercial and other * 

1968 19691' 1970 2 

[Billions of dollars] 

67.78 

28.37 

14.12 

2.27 
1.09 
1.78 
2.84 
1.36 
1.12 

14.25 

2.21 
.63 

1.32 
2.83 
5.25 
.98 

39.40 

1.63 
1.45 
4.16 

10.20 
21.97 

75.30 

31.74 

15.99 

2.09 
1.14 
2.02 
3.42 
1.65 
1.14 
1.10 

15.74 

2.56 
.62 

1.68 
3.13 
5.65 
1.10 

43.56 

1.87 
1.83 
4.20 

11.66 
24.10 

82.28 

33.96 

16.56 

2.15 
1.24 
2.32 
3.96 
1.66 
1.00 
1.05 

17.41 

2.56 
.55 

1.62 
3.74 
6.51 
1.11 

48.32 

1.85 
1.94 
3.96 

13.32 
27.26 

Percent change 

1968-69 

i n 

11.9 

13.2 

- 7 . 9 
4.7 

13.8 
20.5 
21.4 
2.2 

27.0 

10.5 

16.0 
16.9 
19.7 
10.5 

: 7.7 
12.7 

10.6 

14.7 
26.5 
1.2 

13.4 
9.7 

1969-70 

7.0 

3.5 

3.1 
8.6 

14.8 
15.9 
0.2 

-12 .7 
- 4 . 0 

10.6 

- 0 . 3 
-12.2 

2.3 
19.4 
15.1 
0.6 

10.9 

- 1 . 1 
6.8 

- 5 . 9 
16.2 
13.1 

1. Data exclude expenditures ot agricultural busmess and outlays charged to current account. 
2. Estimates are based on expected capital expenditures reported by bushiess between mid-November and mid-December 

1969. The estimates for 1970 have been adjusted when necessary for systematic tendencies in anticipatory data. 
3. Includes Industries not shown separately. 
4. Includes trade, service, finance, and construction. 
'"Preliminary. 

NOTE. Details may not add to totals because ot roimding. 
Sources: U.S. Department of Commerce, Office of Bushies.<s Economics, and the Securities and Exchange Commission. 


